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EXECUTIVE MAYOR’S 2020/2021 OVERVIEW-CLLR L.M. MALATJIE 


It is my honour and privilege to present the 2020/2021 policy and budget priorities on 
behalf on the municipal leadership collective. 

Recognising that this budget is tabled in the context of unprecedented post 1994 
challenges and binding constraints imposed by the Coronavirus Pandemic and 
concomitant national lockdown restrictions, economic recession and down grading of 
the country by rating agencies has had a devastating impact to our local socio¬ 
economic development outlook. 

Further noting that, the full impact of COVID-19 novel is yet to be felt with local 
strategic economic sectors already shedding jobs, and many SMME’s are facing dim 
prospects of recovery. 

The aforementioned challenges present huge negative implications to the blue print of 
our turnaround strategy namely, the municipal Financial Recovery Plan (FRP) which 
is aimed at strengthening the municipal revenue base, and thus our financial muscle 
to provide bulk supply services, expanding reticulation network, waste management 
collection standards, to express the true spirit of ensuring respect and human dignity 
and to give meaning to our constitutional democracy. 

Notwithstanding the socio-economic development constraints I alluded to already, the 
2020/2021 budget re-affirms collective determination to wage a sustained fight against 
Coronavirus Pandemic without abandoning the 2016 electoral mandate. 

Re-affirming our collective determination to attain the historic goal of a better life for 
all and to advance sustainable integrated development and livelihood for all our 
communities, I now table the 2020/2021 budget which provides for a total operating 
revenue of R3.7 billion representing 8% increase from the R3.4 billion of the 2019/20 
financial year. 

The operating Expenditure has increased by 6.7 % from R4.2 billion to R4.5 billion, 
the underlying cost drivers being the purchase of bulk services and the employee 
related cost to meet the demand of the exponential population growth, and the 
maintenance of the aging infrastructure in the municipality. 

However, through our unwavering strategic focus to the Financial Recovery Plan we 
are making a progressive dent to the budget challenges which inter-alia include debt 
impairment, huge interest charges by municipal trading creditors such as Eskom, and 
indeed, the municipal multi-pronged Revenue Enhancement Strategy should and must 
remain a function of continuous improvement. 

To this end, even under the most difficult local economic climate, R245 million has 
been ring fenced for Capital Expenditure. The bulk of this Capital budget focuses on 
water and sanitation projects, expansion of electrification programme and bulk supply 
infrastructure. 



Most certainly, we have heard the call from the Minister of Finance, Mr Tito Mboweni 
“to do more with less” in compliance with National Treasury Regulations notice 317 of 
2019 which seeks to ensure that cost containment measures become mandatory. 

At this point I wish to thank heartily all the employees who keep on rendering essential 
and basic services through the thick challenges of coronavirus novel, and it will be 
amiss of us if we don’t extend a big thank you to our residents, young and old who 
patiently endured the necessary inconvenience of long social distancing queues with 
face masks on outside the municipal offices to come and pay their municipal accounts 
and it was pleasing to see senior citizens leading by example, and this high level of 
discipline and patriotism cannot escape our profound sense of appreciation and 
recognition from the Leadership Collective of Emalahleni Local Municipality. 


“Together Emalahleni Local Municipality must be safe in our hands” 



EXECUTIVE MAYOR 
CLLR. LM. MALATJIE 
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TEL: 6906 227 
REFER TO: M. VILANE 

29 May 2020 

CERTIFIED RESOLUTION EXTRACT FROM THE MINUTES OF THE 40*^ MEETING OF 

THE EMALAHLENI LOCAL MUNICIPAL COUNCIL HELD ON THURSDAY. 28 MAY 2020: 


A.071/19 

FINAL BUDGET: 2020/2021 FINANCIAL YEAR AND FORECASTS 2021/2022 AND 

2022/2023: 

5/1/1/2021/2022/AD5 

RESOLVED: 

1. That the Annual Budget for the 2020/2021 MTREF for the different votes be 
approved and adopted as set out by the following tables; 

1.1. Table A1: Budget Summary; 

1.2. Table A2; Budgeted Financial Performance; 

1.3. Table A3: Budgeted Financial Performance (municipal vote); 

1.4. Table A4: Budgeted Financial Performance by revenue source and 
expenditure type; 

1.5. Table A5: Budgeted Capital Expenditure by vote; 

1.6. ■ Table A6: Budgeted Financial Position; 

1.7<^ Table A7: Budgeted Cash Flow; ^ 

1.8. Table A8: Cash Backed Reserves / Accumulated Surplus 

Reconciliation; v\' 

1.9. Table A9; Asset Management: 

1.10. Table A10: Consolidated Basic Service Delivery Measurement; 

V , 
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that the following be confirmed; 


2.1 that Eskom tariff increase by 8,1%; 

2.2 that provision of R845,6 million has been made for possible 
irrecoverable debts on the understanding that strict legal measures will 
continue to be implemented to curb losses and non-payment for 
services; 

2.3 that provision was made for a Human Resource budget increase of 
5,75% across the board; 

2.4 that provision was made for a possible increase of 5,75% in the 
allowances of Councillors, Municipal Manager and Section 56 
Employees (Executive Directors); 

2.5 that an amount of R401 million has been provided as “Equitable Share” 
(National Government) on the Division of Revenue; 

2.6. that Council introduce a 20 amp circuit breakers to all RDP houses 
which will be electrified in 2021; 

2.7 that Council introduce an inclined block tariff for electrical prepaid 
meters subject to NERSA's approval of municipal tariffs; 

2.8 that Council introduce a three phase meter tariff for businesses subject 
to NERSA’s approval of municipal tariffs; 

3. that the tariff of property rates and services charges for 2020/2021 financial 

year be charged as per the following table: 


Proposed tariff increase for 2020/21 - 2022/23 MTREF 


Services description 

2018/19 

2019/20 

2020/21 

2021/22 

2022/23 

Property rates 

5.30% 

5.20% 

4.5% 

4.6% 

4.6% 

Electricity 

6.84% 

13.81% 

8.1% 

5,2% 

8,9% 

Water 

5.30% 

10.45% 

4.5% 

4.6% 

4.6% 

Sanitation 

5.30% 

9.40% 

4.5% 

4.6% 

4.6% 

Refuse 

5.30% 

14.54% 

4.5% 

4.6% 

4.6% 


4. that the tariff of charges, with reference to the under mentioned services, be 
amended in terms of Section 75A (as amended) of the Local Municipal Systems 
Act, Act 32 of 2000 (as amended), read with section 10(g)(7)(a) and (b) of the 
Local Government Transition Act, Act 209 of 1993 (as amended), with effect 
frorn 1 July 2020 be noted; 


ANNEXURE“D” 

Assessment Rates 

ANNEXURE“D” 

Water 

ANNEXURE“D” 

Sewerage 

ANNEXURE“D” 

Refuse Removal 

ANNEXURE“D" 

Electricity 

ANNEXURE“D” 

Other tariffs related to accounts related 

ANNEXURE“D” 

Recreation resort 

ANNEXURE“D” 

Market services 

ANNEXURE“D” 

111 Hill II11II1 

ANNEXURE “D” 

Building Control Fees 

ANNEXURE“D" 

Fire Brigade services 

ANNEXURE “D” 

Rental: Cultural centre and Community 

Flails 

ANNEXURE “D” 

Rental: Community Halls around Lynnville & 
Schoongezicht 

ANNEXURE “D” 

Library Services 

ANNEXURE “D” 

Rental: Sports Facilities 

ANNEXURE “D" 

Cemetery Tariffs 

ANNEXURE “D” 

Parking Areas 

ANNEXURE“D" 

Railway Services 


5. that the tariff for assessment rates be levied and payable in 12 equal monthly 
instalments and amended in terms of Section 14(1) of the Municipal Property 
Rates Act and Section 75 (A)1)(a) of the Systems Act, as from 1 July 2020 be 
approved; 

6. that the reduction of discount on property rates from 40% to 35% be approved; 

7. that the introduction of a water conservation levy on water consumption on an 
inclining tariff be approved; 

8. that the sewerage levy be limited to a maximum of 60 kl of water consumption . 
for residential only be approved; 

9. that the Cash flow Projection Statement and repayment plan over a 25 year 
period be approved; 

10. that the execution/purchase of capital projects/items, as contained in the 
Capital budget be approved in terms of Section 19 of the Municipal Finance 
Management Act, Act 56 of 2003 (as amended); 


































11. that Council enforce the Credit Control Policy to improve its payment rate levels 
and also strive to manage expenditure; 

12. that reports regarding grants spending be submitted to the relevant National 
and Provincial Departments in accordance with the Act and associated 
regulations; 

13. that the implementation of the Municipal Financial Recovery Plan be 
accelerated and thoroughly monitored; 

14. that the draft budget framework as required by the Municipal Finance 
Management Act, Act 56 of 2003 Section 17(3) as amended per budget tables 
be noted for public consultation; 

15. that the local community be invited to submit representations in terms of S22 
(a; ii) of the Municipal Finance Management Act, Act 56 of 2003 (as amended) 
and Section 21 of the Municipal Systems Act, Act 32 of 2000 (as amended); 

16. that the following amended budget related policies be approved and be taken 
for public consultation 

16.1 Budget Policy; 

16.2 Virement Policy; 

16.3 Asset Management Policy; 

16.4 Retention Policy; 

16.5 Petty Cash Policy; 

16.6 Electricity and Water Loss; 

16.7 Rates Policy; 

16.8 Credit Control and Debt Collection Policy; 

16.9 Inventory Policy; 

16.10 Supply Chain Policy; 

16.11 Cash Management Policy; 

16.12 Tariff Policy; and 

16.13 Donation Policy. 



17. that the capital budget per source of funding is as follows: 



DRAFT CAPITAL 

' BUDGET 

FINAL CAPITAL 

BUDGET 

CAPITAL PROGRAM AS PER IDP 

AMOUNTS 

AMOUNTS 

Nkangala District Municipality (NDM) 

15 500 000 

16,970,982 

Municipal Infrastructure Grant (MIG) 

113 188 700 

113,188,700 

Integrated National Electrification 
Program 

41 001000 

41,001,000 

Water Service Infrastructure 

30 000 000 

30,000,000 

Financial Management Grant 

1000 000 

1,000,000 

Own Funds 

46 410 000 

43,610,000 

TOTAL CAPITAL PROGRAM 

247 099 700 

245,770,682 


CERTIFIi 



OPY OF THE ORIGINAL 


Wl. VILANE 

EXECUTIVE DIRECTOR: CORPORATE SERVICES 

CERTA071/LKM 




Quality Certificate 


FINAL BUDGET 
2020/2021 


1, Humphrey Sizwe Mayisela, the Municipal Manager of Emalahleni Local Municipality, hereby 
certify that the Final Budget for 2020/2021 financial has been prepared in accordance with the 
Municipal Finance Management Act and the regulations made under the Act. 












Certification that the adopted budget for 2020/21 is correctly 
captured and locked on the municipality’s financial 

management system 

(as requested by National Treasury in terms of section 74 of the MFMA, with reference to 
paragraph 6.3 of MFMA Budget Circular 59 dated 16 March 2012) 

1, Humphrey Sizwe Mayisela in my capacity as accounting officer of the municipality, hereby 
certify that; 

• The adopted annual budget has been captured on the municipality's financial system; 

• There is 100 per cent reconciliation between the budget on the system and the budget 
adopted by council; 

• The adopted annual budget on the municipality's financial system is locked and will not 
be changed as it serves as the baseline against which to monitor and measure 
performance; and 

• The relevant budget return forms have been submitted to the local government 
database. 

I, further certify that the municipality has in place controls to ensure that any changes to the 
adopted budget will be captured separately and only in accordance with: 

• a virement authorised by the municipal manager, or duly delegate official, in terms of a 
council approved virements policy; and 

• an adjustments budget approved by council. 
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FINAL BUDGET: 2020/2021 FINANCIAL YEAR AND FORECASTS 2021/2022 
AND 2022/2023: 

5/1/1/2021/2022/AD5 


REPORT from the Municipal Manager. 

PURPOSE: 


For Council to: 

1. Approve the Final Operating, Capital and Personnel Budgets 
for the 2020/2021 financial year and MTREF in terms of 
Section 16(2) of the Municipal Finance Management Act, Act 
56 of 2003 (as amended); and 

2. Recommend the consideration of the information required 
under Section 17(3) of the Local Government: Municipal 
Finance Management Act, Act 56 of 2003 (as amended). 


BACKGROUND: 


Council considered the Draft Capital and Operational Budgets for 
2020/2021 under item A.051/20 dated 26 March 2020 in terms of Section 
16(2) of the Municipal Finance Management Act, Act 56 of 2003 (as 
amended). An advertisement for community participation was placed in the 
Witbank News and the municipal internet, inviting submissions and 
objections against tariffs from the general public with a closing date of 14 
May 2020 in terms of Section 22 of the Municipal Finance Management Act, 
Act 56 of 2003 (as amended). 

2020/2021 BUDGET/IDP PUBLIC PARTICIPATION 


Section 24 of the Municipal Finance Management Act state that after the 
Draft Budget has been approved, the Mayor of the municipality must take it 
for public consultation. 

The municipality held public consultation through media (mostly radio 
stations) due to lockdown restrictions. Comments received from the public 
can be broadly grouped in the following categories: 

Insufficient provision of services; 

State of infrastructure, e.g. potholes; substations blowing; 

Shortage of water due to unattended water leaks and pipe breaks; 
and 
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Lack of residential stands and a need to formalize informal 
settlements. 

These issues form an important input in structuring the annual budget. The 
budget as discussed in latter section focuses towards municipal 
infrastructure maintenance, improvement of municipal systems, billing, and 
replacement of old fleet. 

DISCUSSION: 

PART 1 

EXECUTIVE SUMMARY: 


The year in focus will indeed be one of the most challenging financial year 
in the history on the municipality. Given the impact of the Covid-19 on 
financial health (which is currently under pressure) and socio-economics of 
the municipality and the country. While the municipality enters its last cycle 
of IDP, the municipality needs to take a serious and intense look at its 
resources that are at the disposal and try to improve the financial status, 
provide extensive measures to Combat and reduce infection of Covid-19 
and also improve economy of the municipality through Local Economic 
Development strategies. 

The economic outlook is bleak with a hint of recession, but the municipality 
need to push forward and not fail on the mandate of providing affordable 
municipal services. Although there might have been challenges in 
implementing some of capital projects due to reasons that were beyond the 
municipal control, e.g Community interfering with contractors. There will be 
a lot of capital work in 2020/21 financial year. The municipal Management 
together with Councillors will try and engage the community to device a 
workable solution and ensure that projects are not halted. Capital projects 
to be implemented in the 2020/21 financial year will be discussed later in 
this report. 

The need to create jobs is pressing as many companies are retrenching 
employees as a result of loss in revenue during the lock down period. It is 
projected that the impact of Covid-19 will continue for the next coming 
months. This will have a negative impact on the revenue income of the 
municipality as many people are expected to lose jobs. The government 
(municipality) and businesses needs to take hands and try to find common 
ground to create jobs in an unfavourable environment. 

The weak economic performance has led to non-payment of essential 
services (but not limited to economic performance, there is also an element 
of crime, where by people illegally connects themselves to municipal grid) 
which places a huge burden for the municipality to deliver on its mandate. 
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It further negatively impacts on the municipal cash flow and the ability to 
remain a going concern. Innovative ideas and revenue enhancement 
strategies to increase and improve municipal revenue are extremely 
important to keep the municipality afloat. 

Tariffs increase in 2020/21 was kept to minimum (linked to an inflation rate 
of 4,5% reduced from 4,9% on the Draft Budget) except electricity tariff 
which is more dependent on the outcome of NERSA’s decision on Eskom’s 
application). There is an introduction of a water conservation levy which 
seek to encourage people to use less water. A new block incline tariff will 
be introduce in the 2020/21 financial year. In an endeavour by the 
municipality to reduce electricity consumption 20mpa circuit breakers will 
be introduced. 

The Final Operational Budget for the 2020/2021 financial year is based and 
benchmarked on the Draft Operational Budget for 2020/21 and adjustment 
Budget for the 2019/2020 financial year. The final budget has been 
prepared in terms of National Treasury format. The Budget A-schedules are 
attached as Annexure “A”. The estimated CPI for 2019/2020 financial 
year was 4.3% and it is expected to increase in the coming budget year of 
2020/2021 to 4.5%. This information is extracted from STATS SA CPI index 
and the MFMA Circular No. 98 and 99 of the National Treasury is attached 
as Annexure “B”. 

The municipality is currently implementing the Financial Recovery Plan 
which seeks to improve the financial position, service delivery and 
governance. Although there is no significant improvement since 
implementation of the Financial Recovery Plan due to financial challenges. 
Most of the strategies outlined in the Financial Recovery Plan require 
financial strength to implement, which the municipality does not have. 
Therefore this poses a dilemma as the Financial Recovery Plan was mainly 
developed to improve the financial muscle of the municipality. Hence 
priorities must be looked at critically and those linked to income generating 
be placed on top. The Financial Recovery Plan of the municipality can 
be accessed through the municipal website www.emalahleni.gov.za. 

National Treasury issued MFMA Circular No.98 and No.99 to give guidance 
on 2020/21 Budget process. Treasury Grants allocations. Municipal 
Standard Of Chart Accounts (mSCOA), maximising revenue base on 
municipalities, funding choices, employee related cost and remuneration of 
Councillors, Eskom tariffs and bulk purchases and submission of the budget 
to National and Provisional Treasury. The MFMA Circular No. 98 and No. 
99 is attached as Annexure “B”. 
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Main challenges experienced during the compilation of the 2020/2021 
MTREF can be summarised as follows: 

• Weak economic performance and revenue shortfalls. 

• Unemployment rate of the Country remains high at 29,1% and for 
Emalahleni municipality is at 28,2%. 

• Lack of or inadequate employment opportunities as businesses in 
and around Emalahleni are shutting down. 

• Slow Implementation of the Municipal Financial Recovery Plan as a 
result of financial constraints. 

• Population growth rate of 3.2 per cent per annum v/s the economic 
growth rate of 1.3 per cent per annum which is expected to reduce 
to 0.8 per cent (2017-2022). 

• A huge backlog with electricity connections, access to piped water 
and hygienic toilets and increasing informal dwellings. 

• Lack of reliable supply of municipal services. E.g. Electricity and 
water supply and removal of refusal. 

• Number of informal dwellings was +/- 34845 households (according 
to 2016 Community Survey). 

• Infrastructure (water, roads, sewerage and electricity) that has aged. 

• Illegal electricity and water connections, properties not metered for 
electricity and water. High distribution losses on electricity and water. 

• Maintaining a positive cash flow and a funded budget. 

• Increase in employees related cost due to filling of vacant positions 
and also overtime and standby. 

• Increase in repairs and maintenance cost of infrastructure assets of 
the municipality. 

• Difficulty in implementing Credit Control Policy due to community 
resistance. 

• COVID 19 epidemic. 

The above mentioned challenges will continue to put more pressure on the 
revenue of the municipality, hence it is important that the implementation of 
the Municipal Financial Recovery Plan is given a high priority and fast 
tracked. Spending on non-essential items must be eliminated and also 
reduce and limit spending on non-priority expenditure. 

Population growth of the municipality is 3,2% and the economic growth is 
1,3%. Population growth is much higher than the economic growth, which 
basically means that the Emalahleni residents are getting poorer and not 
enough people are absorbed by labour market (hence the unemployment 
rate of 28,2%). Attributed to low economic growth and high unemployment 
rate are the following: 

• Businesses shutting down; 

• Retrenchment of employees; and 
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• Instability is a supply of municipal services like electricity and water. 


The budget for 2020/2021 was prepared on a payment rate of 70%. The 
actual average payment rate as at the end of April 2020 was 65%. The low 
average payment rate is as a result of a National lockdown during the month 
of April and is expected to improve as the lockdown is relaxed in stages. 

The assumptions on which 2020/2021 budget was prepared are as follows: 

• Proposed increase on tariffs be linked to inflation rate of 4,5% except 
electricity tariff. 

• Proposed increased on employee related cost for 2020/2021 budget 
year is 5,75%. 

• Proposed increase on electricity tariff is 8,1% as per the MFMA 
Circular No. 98 and 99. Awaiting final communication on the 
electricity increase from NERSA. 

• Reduction of distribution losses on electricity and water through 
reduction of theft on municipal services. 

• Both incremental and zero base budgeting were used. 

• Introduction of a water conservation fees, to encourage consumers 
to preserve water due to it scarcity nature. 

• Introduction of inclining block tariff on electricity subject to NERSA 
approval. 

• Revenue enhancement strategies and cost curtailment measure 
through implementation of the Municipal Financial Recovery Plan. 

• Disposing of non-core assets (gains on disposal of PPE). 


OPERATIONAL REVENUE BUDGET 2020/2021: 


Description 

R thousand 


2020/21 Medium Term Revenue & Expenditure 
Framework 

Adjusted 

Budget 

2019/20 

Budget 

Year 

2020/21 

Budget 

Year+1 

2021/22 

Budget 
Year+2 
2022/23 

Variance 

Revenue Bv Source 






Property rates 

569,058 

614,398 

655,626 

687,096 

7.97% 

Service charges - electricity revenue 

1,039,442 

1,163,137 

1,218,967 

1,277,478 

11.90% 

Service charges - water revenue 

465,881 

516,189 

536,075 

566,087 

10.80% 

Service charges - sanitation revenue 

156,636 

165,961 

179,010 

187,602 

5.95% 

Service charges - refuse revenue 

133,022 

138,890 

148,544 

155,674 

4.41% 

Rental of facilities and equipment 

3,393 

3,659 

3,730 

3,909 

7.85% 

Interest earned - external investments 

3,661 

3,840 

4,025 

4,218 

4.90% 

Interest earned - outstanding debtors 

303,215 

328,073 

333,340 

349,340 

8.20% 

Fines, penalties and forfeits 

38,450 

40,359 

42,297 

44,327 

4.97% 
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Licences and permits 

272 

287 

299 

314 

5.27% 

Agency services 

2,585 

2,712 

2,842 

2,978 

4.90% 

Transfers and subsidies 

371,283 

413,954 

456,432 

505,529 

11.49% 

Transfers and subsidies - capitai 

209,026 

185,190 

199,354 

210,471 

-11.40% 

Transfers and subsidies - capitai (in- 
kind - aii) 

16,478 

16,971 

4,500 


2.99% 

Other revenue 

56,733 

59,825 

62,382 

65,376 

5.45% 

Gains on disposai of PPE 

2,200 

4,500 

3,500 

5,000 

104.55% 

Total Revenue 

3,371,335 

3,657,943 

3,850,922 

4,065,398 

7.84% 


1. General 

Revenue management is fundamental to the financial sustainability and 
therefore municipal revenue strategy needs to be built around the following 
key components: 


• Effective implementation of the Credit Control Policy; 

• Meter reading based on technology (Usage of devices that are online 
linked with the billing system); 

• Removal of illegal connections; 

• Protective structures on electrical mini-substations to prevent 
tempering and theft; 

• Improve customer relation and promote culture of paying; 

• Reduction on distribution losses on electricity and water; 

• Load Curtailment Strategy aiming at reducing demand and penalties 
to the municipality; 

• Indigent Register management to make sure that only qualified 
households are benefitting from free basic services; 

• Expand revenue base through implementation of valuation and all 
interim valuation rolls; 

• Ensuring that the table budget is funded; and 

• Use of debt collectors to support the efforts on debt management. 

The mid-term assessment, adjustment budget for 2019/2020 and draft 
budget for 2020/21 were used as the baseline to project revenue for the 
budget year and the two outer years, to ensure budget projections are 
realistic and can be achieved. The Municipal Financial Recovery Plan was 
taken into consideration when determining the projected revenue. 
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Proposed increase on services charges and property rate are as follow: 


Proposed tariff increase for 2020/21 - 2022/23 MTREF 


Services description 

2018/19 

2019/20 

2020/21 

2021/22 

2022/23 

Property rates 

5.30% 

5.20% 

4.5% 

4.6% 

4.6% 

Electricity 

6.84% 

13.81% 

8.1% 

5,2% 

8,9% 

Water 

5.30% 

10.45% 

4.5% 

4.6% 

4.6% 

Sanitation 

5.30% 

9.40% 

4.5% 

4.6% 

4.6% 

Refuse 

5.30% 

14.54% 

4.5% 

4.6% 

4.6% 


Assessment rates: 


• The property rates will be levied on the total market value of 
the property in accordance with the Property Rates Policy. 
The first R50,000 of the market value of residential properties 
will be exempted from property rates and an additional 35% 
discount of the value of the property. 

• Provision is made for 4.5% increase in revenue on property 
rates. The increase has been kept the same as CPI rate. 

• The 40% discount has been reduced to 35% to enhance the 
property rate revenue. Management has chosen this option 
rather than increasing the tariff above the inflation rate. The 
Tariff schedule is attached as Annexure “C”. 

Electricity: 

• NERSA has approved electricity increase of 8.1% for Eskom. 

• Eskom is disputing the tariff increase and has requested the 
court to review the approved tariff increase approved by 
NERSA. 

• Should the Court’s decision be in favor of Eskom then the 
proposed increase of 8.1% will have to be reviewed. 

• The municipality will apply for a tariff that is cost reflective 
which will take into account the cost of providing electricity 
and also technical distribution losses. The Tariff schedule is 
attached as Annexure “C”. 



• The municipality is currently in the process of implementing a 
By-Law to criminalize illegal connection activities. 

Water: 

• The proposed increase in the water tariff is 4.5%. 

• Introduction of a water conservation fee to encourage saving 
on water. The water conservation fee will be implemented on 
a incremental block tariff basis, meaning that the more the 
consumption, the higher the price or fee. 

• The water conservation fee will be triggered when 
consumption is 21 kl and more. The fee will be charged per kl. 

• The municipality water demand is +-167000 kl per day. The 
rand value increase on household and business consumers 
will be as follows: 


Category 

Current 

Tariffs 

2019/2020 

Proposed 
Tariffs (4.5% 
increase 
2020/2021) 

Water 

Conservation 

fee 

Residential 

0 - 6 kl per 30 day period 

9.02 

9.43 


7 -10 kl per 30 day period 

10.77 

11.25 


11 -15 kl per 30 day period 

14.20 

14.84 


16 - 20 kl per 30 day period 

16.47 

17.21 


21 - 25 kl per 30 day period 

20.14 

21.05 

1.50 

26 - 30 kl per 30 day period 

21.07 

22.02 

2.50 

31 - 40 kl per 30 day period 

24.97 

26.09 

3.50 

41 - 60 kl per 30 day period 

28.82 

30.12 

4.50 

61 - 80 kl per 30 day period 

44.77 

46.78 

5.50 

81 - < kl per 30 day period 

53.78 

56.20 

6.50 

Non-Residential 

Business 

20.14 

21.05 


Raw Water 

6.75 

7.05 


Basic Charge 

409.43 

427.85 



• The water tariff structure will remain unchanged as a rising 
block tariff with pro-poor block tariffs and pro-water 
conservation blocks for higher usage to encourage water 
savings. A 6 kl of water is free for all indigent consumers. The 
Tariff schedule is attached as Annexure “C”. 


Sewer: 
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• The recommended increase in respect of sewer is limited to 
4.5%. The Tariff schedule is attached as Annexure “C”. 

• Sewer levy is based on water consumption. In 2020/2021 
financial year, Sewerage levy will be limited to a maximum of 
60 kl of water consumption for residential only. 

• The rand value increase on household and business 
consumers will be as follows: 


Category 

Current 

Tariffs 

2019/2020 

Proposed 
Tariffs (4.5% 
increase 
2020/2021) 

Residential 

0 - 6 kl per 30 day period 

5.08 

5.31 

7 -10 kl per 30 day period 

5.71 

5.97 

11 -15 kl per 30 day period 

6.4 

6.69 

16 - 20 kl per 30 day period 

7.09 

7.41 

21 - 25 kl per 30 day period 

7.78 

8.13 

26 - 30 kl per 30 day period 

8.41 

8.79 

31 - 40 kl per 30 day period 

9.11 

9.52 

41 - 60 kl per 30 day period 

9.8 

10.24 

61 - 80 kl per 30 day period 

10.49 

10.96 

81 - < kl per 30 day period 

11.49 

12.01 

Non-Residential 

Business 

8.41 

8.79 


Refuse Removal: 


• The proposed increase in respect of refuse removal is 4,5%. 

• The rand value increase on household and business consumers 
will be as follows: 


Customer type 

Average 
current tariffs 
per month 

Proposed 
tariffs per 
month 

Rand value 

increase on 

4.5% 


R 

R 

R 

Household indigent 

75.85 

79.26 

3.41 

Household 

151.7 

158.53 

6.83 

Business X3 per week 

258.23 

269.85 

11.62 

Business X5 per week 

561.75 

587.03 

25.28 


• The refuse removal service tariff is mainly affected by a high labor 
component, the petrol price increase above the inflation and an 
increase in vehicle maintenance of refuse vehicles. The Tariff 
schedule is attached as Annexure “C”. 
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2. Impact on revenue budget: 

Revenue budget for 2020/2021 financial year amounts to R3,7 billion and 
this reflects an increase of R286,6 million when compared to revenue 
adjustment budget for 2019/2020 financial year amounting to R3,4 billion. 
The increase is due to a hike in services charges tariffs and implementation 
of revenue enhancement strategies and increase in government grants 
allocation. Revenue budget for outers years amounts to R3,9 billion for 
2021/2022 and R4,1 billion for 2022/2023 financial years. 

a) Property rate budget for 2020/2021 financial year amounts to R614,4 
million and reflects a increase of 7,97% when compared with the 
adjusted budget revenue of R569,0 million. The increase is attributed 
to tariffs increase, additional billed properties identified from the 
exercise of reconciling the valuation and the financial system and 
additional revenue that will be realized as a result of reducing of a 
discount from 40% to 35% . 

b) Electricity remains the largest source of revenue with an amount of 
R1,2 billion budgeted for 2020/2021 financial year. It constitute 32% 
of the revenue of the municipality. Budgeted revenue for electricity 
has increased by 11,90% when compared to the adjusted budget 
electricity revenue. The increase can be attributed to a proposed 
tariff increase of 8,1% and an additional revenue that will be realized 
through the implementation of the revenue enhancement and 
management strategies e.g metering of unmetered properties, 
electrification of new households and replacement of tampered 
prepaid meters. The municipality is also in the process of restricting 
buying of electricity by defaulting customers. 

c) Revenue from water budgeted for 2020/2021 amounts to R516,2 
million and reflects an increase of 10,80% when compared with 
2019/2020 adjusted budget of R465,9 million. The increase is due to 
the proposed increase of 4,5% on water tariff, additional revenue to 
be derived from billing of properties that are currently not billing due 
to redundant meters and also revenue that will be realised from levy 
fine on water consumption that are above 21 kl and more. 

d) An amount of R166,0 million has been budgeted for sanitation and 
will increased with an amount of R9,3 million or 5,95% when 
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compared with an adjusted budget of R156,6 million for 2019/2020. 
Refuse budget will increased from R133,0 million to R138,9 million 
in 2020/2021 financial year. The increase on these line item can be 
attributed to tariff increased. 

e) Revenue of rental of facilities and equipment will increase from R3,4 
million to R3,7 million in 2020/2021 financial year. The increase is 
linked to the inflation rate of 4,5% and additional municipal properties 
that will be realised through audit of municipal properties. The 
municipality will also engage in the process of reviewing lease 
contract to ensure that properties are strictly used for the purpose 
they have been leased out for. 

f) Interest on investment will increase by 4,90% when the 2020/2021 
budget is compared with the adjustment budget for 2019/2020. 
Increase is attributed to additional investment that will be made on 
call investments. This call investments accounts are made of funds 
from the grants which are withdrawn as and when a service provider 
for the projects needs to be paid. 

g) Interest earned on outstanding debts has increased with an amount 
of R24,8 million, to R328,1 million and the increase can be attributed 
to an increase in municipal debtors book which as at the end of April 
2020 was R4,8 billion. 

h) Revenue on agency services will increase from R2,6 million to R2,7 
million, fines and penalties will increase from R38,4 million to R40,3 
million The increase in linked to an inflation rate. 

i) Government operational grants (transfers) increased with R42,7 
million from R371,3 million to R413,9 million and it constitute 11% on 
the total revenue. National transfers (grants) are distributed to 
municipalities through Division of Revenue Act. 

j) The Equitable Share Grant is an unconditional grant assisting 
municipalities to supplement their operating revenue for their 
operational requirements and to provide relief to indigent household. 
Equitable share has increased from R360,1 million to R401,1 million 
in the 2020/2021 financial year. 

The approved number of indigent as at the end of April 2020 was 
8775. There were +/-11000 application of which some were 
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disqualified as they did not meet the requirements. The number of 
indigent is expected to increase to 11500 in the 2020/2021 financial 
year and will be subsidized. The monthly Indigent subsidy as from 1 
July 2020 is proposed to be R264,96 per indigent customer. The 
following table reflects a subsidy per service. 


Indigent subsidy broken down as follows: 

2019/2020 

2020/2021 


R 

R 

Electricity (50 units) 

59.77 

64.61 

Refuse 

74.16 

77.50 

Basic Sewer and additional sewer 

30.41 

31.78 

Water Consumption (6 Kilolitre) 

54.08 

56.51 

Subtotal 

218.43 

230.40 

Plus 15% VAT 

32.76 

34.56 

TOTAL 

251.19 

264.96 





Other operational grants includes Financial Management Grant for 
R2,0 million (2019/2020: R1,/million), Extended Public Works 
Program for R4,8 million (2019/2020: R4,5 million) and Municipal 
Infrastructure Grant for R5,9 million (2019/2020: R5,9 million). 

k) Government capital grants amounts to R185,2 million and has 
decreased with an amount of R23,8 million when compared with 
adjustment capital grants for 2019/2020 which is R209 million. The 
decrease is due to Neighborhood Development Grant which was not 
given or gazzetted in 2020/2021 financial year and also for outer 
years. 

l) For capital in-kind grant (NDM) an amount of R16,9 million has been 
budgeted for 2020/2021 financial year. But it must be noted that 
budget amounts from Nkangala District Municipality are preliminary 
figures and subject to change after they tabled their final budget. 

All transfers from capital conditional grants are directed to 
implementation of capital project. The Capital budget is attached as 

Annexure “D”. 
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m) Other revenue budget for 2020/2021 financial year amounts to R59,8 
million and it shows an increase of 5,45% when compared with the 
adjustment budget of R56,7 million. The increase is due to revenue 
increase in advertisement, printing of plans and entrance revenue. 
The municipality will be embarking on auditing of advertising spaces 
within municipal jurisdiction to ensure that contracts are in place and 
billed accordingly. Illegal adverts will be removed. 

n) Table A1, A2 A3 and A4 reflects under Annexure “A” reflects 
revenue by vote and source. For 2020/2021 financial year an amount 
of R3,7 billion has been budgeted, R3,9 billion for 2021/2022 and for 
2022/2023 an amount of R4,1 billion was budgeted. 

OPERATIONAL EXPENDITURE BUDGET FOR 2020/2021: 


Description 


2020/21 Medium Term Revenue & Expenditure 
Framework 

R thousand 

Adjusted 

Budget 

2019/20 

Budget 

Year 

2020/21 

Budget 

Year+1 

2021/22 

Budget 
Year+2 
2022/23 

Variance 

Expenditure Bv Tvoe 






Employee related costs 

951,932 

994,369 

1,032,268 

1,081,816 

4.46% 

Remuneration of councillors 

32,022 

32,528 

34,089 

35,725 

1.58% 

Debt Impairment 

771,657 

845,618 

886,182 

928,719 

9.58% 

Depredation & asset Impairment 

343,308 

355,689 

372,762 

390,654 

3.61% 

Finance charges 

336,888 

363,602 

381,055 

399,346 

7.93% 

Bulk purchases 

1,179,854 

1,277,605 

1,343,234 

1,403,629 

8.29% 

Other materials 

53,992 

54,385 

57,572 

60,336 

0.73% 

Contracted services 

317,534 

352,474 

363,069 

376,149 

11.00% 

Transfers and subsidies 

1,750 

1,850 

1,834 

1,922 

5.71% 

Other expenditure 

243,371 

251,003 

266,694 

279,285 

3.14% 

Loss on disposal of PPE 

3,083 

3,083 

3,231 

3,386 

0.00% 

Total Expenditure 

4,235,389 

4,532,206 

4,741,990 

4,960,968 

7.01% 

Surplus/(Deficit) for the year 

(864,055) 

(874,263) 

(891,068) 

(895,569) 

1.18% 
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The expenditure framework for 2020/2021 MTREF is informed by the 
following: 

• Balance budget constraints where the operating budget expenditure 
must not exceed operating budget revenue; 

• Funding of the budget over the medium term which is informed by 
Section 18 of the MFMA; 

• Repairs and maintenance; 

• Capital programme; 

• Fligh petrol prices; 

• Bulk purchases costs for electricity and water; 

• Eliminating spending on non-priority items; 

• High petrol prices; and 

• Available financial resources towards meeting the projects as 
identified in the IDP. 

The operational budget provides for the total operating expenditure of R4,5 
billion for 2020/2021 financial year, R4,7 billion for 2021/2022 financial year 
and R5,0 billion for 2022/2023 financial year. 

There is an increase of R296,8 million when taking the adjustment budget 
for 2019/2020 financial year of R4,2 billion into consideration and compare 
to the proposed budget of R4,5 billion. This constitute an increase of 7,01 % 
on budget baseline. 

Main reasons for significant increases and decreases in 2020/2021 
operational expenditure budget are the following: 

a) Remuneration. The employee element of the personnel budget 
amounts to 22% of the total expenditure budget and on the cash flow 
budget 33,6%, which falls within the norm of between 25% - 35%. 

Remuneration for employee related cost increased by 4,46% from 
R951,9'million to R994,4 million. Increase can be attributed to 
proposed budgeted increase of 5,5% and provision for vacant 
position and new positions deemed to be critical. Budget on overtime 
and standby has been reduced by 15% as Management has 
committed in the Strategic Plan meeting to reduction of overtime and 
standby. 
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The Salary and Wage Collective Agreement for the period 1 July 
2018 to 31 June 2021 will end in the 2020/21 budget year. The Salary 
and Wage Collective Agreement is attached as Annexure “E”. 
According to the agreement, the proposed increase on salaries for 
2020/21 budget is the estimated CPI (4,5%) for 2020 plus prime rate 
of 1,25%. 

Remuneration of councilors will increase by 1,58% when the 
budgeted Councillors remuneration for 2020/2021 of R32,5 million is 
compared to the adjusted budget for 2019/2020 of R32,0 million. It 
must be noted that Councillors upper limit for 2019/2020 financial 
year have not been implemented. Hence the budget for 2019/2020 
on Remuneration of Councillors is more. For 2020/2021 a provision 
of 5,75% has been made for Councillors upper limits. 

b) Bulk purchase. Bulk purchases (Electricity and Water) will increase 
by 8,29% from R1,2 billion to R1,3 billion. Bulk purchases constitute 
28% of the operational expenditure budget and that makes it the 
largest component. 

A provision of R1,2 billion was made for bulk purchases for electricity. 
NERSA has proposed an increase of 8.1% for 2020/2021 financial 
year in 2019. But Eskom want 16,72% and has apply to court for 
NERSA to review and allow the requested increase. Should the 
Court ruling be in favour on Eskom then the municipality will have to 
revise the proposed tariff when it prepares a final budget. The 
municipality has made an extra provision for additional cost for 
supplying new connected areas within Emalahleni municipality. 

Budget for bulk water purchase in 2020/2021 budget has increased 
from R69,2 million to R85 million. Budget for bulk purchases in 
2020/2021 was prepared on accrued invoices for current and 
previous years. Due to water shortages within Emalahleni 
municipality, a provision has been made for bulk water supply from 
Usuthu Scheme to augment supply of water. 

c) External interest. External interest consists primarily of interest on 
Eskom account and interest on loans. The increase in finance 
charges from R336,7 million to R363,6 million is due to interest on 
Eskom account. No new loans have been taken, interest on loans 
decreases as the capital debt reduces. 

d) Provision for bad debts. For 2020/2021 financial year an amount 
of R845,6 million is provided for provision of bad debts. The 
calculation for provision for doubtful debt is based on budgeted 
collection rate of 70% and also takes into account the revenue 
enhancement strategies. 
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e) Other material and contracted services. The municipality remains 
committed to maintaining the infrastructure and an amount of R54,4 
million is provided for materials and R352,5 million for contracted 
services for 2020/2021 financial year. Most of the budget on 
contracted services is for the following services: 

• Road maintenance - R18,5 million. 

• Water Treatment Plant rental - R25,5 million. 

• Provision of security service for the municipality - 
R19,5 million. 

• Landfill site maintenance - R27 million. 

• Maintenance of the financial system - R8 million. 

• Transportation of portal water - R23,5 million. 

• Formalization of informal settlement - R10,0 million. 

f) Depreciation. Provision for depreciation has been informed by the 
Asset Register. Budget appropriation on depreciation for 2020/2021 
financial year amounts to R355,7 million. 

g) Transfers and subsidies. For the 2020/2021 financial year a budget 
of R1,8 million has been made available for Mayors bursaries for 
non-employees. 

h) Other expenditure. Sundry expenditure increased from R243,4 
million to R251,0 million and it constitute 6% of total operational 
expenditure budget. The increase can be attributed to an increase 
on department charges (electricity), commission on prepaid 
electricity, wet fuel and provision for disaster fund for the 
municipality. 

i) Table A1, A2 A3 and A4 reflects under Annexure “A” reflects 
operation expenditure by vote and expenditure type. 

j) The overall budget for 2020/2021 financial year reflects a deficit of 
R874,3 million, and for 2021/2022 a deficit of R891,1 million and 
R895,6 million for 2022/2023. The deficit is mainly cause by the 
increase in the provision for debt impairment as a result of a low 
payment rate. 
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CAPITAL EXPENDITURE BUDGET 


One of the greatest challenges facing municipalities is the public perception 
on service delivery. Hence capital investment is critical important to sustain 
growth, rehabilitate ageing infrastructure and eradicate service delivery 
backlog. Therefore capital financing has taken into consideration the 
following: 

• Ensure that capital programme is based on the IDP; 

• Expedite spending on capital projects especially on projects that are 
funded from conditional grants; 

• Explore new ways to funds capital projects from municipal own fund 

• Disposing of non-core assets; and 

• Maximizing of infrastructural development through utilization of all 
available source. 

The proposed capital budget for the 2020/2021 financial year amounts to 
R245,8 million, R245,9 million for 2021/2022 financial year and an amount 
of R252,5 million for 2022/2023 financial year. The schedule for capital 
budget is attached as Annexure “D”.. It reflects a decrease of R1,3 million 
when considering the draft capital budget of R247,1 million. 

This constitutes a total capital expenditure framework of R744,2 million over 
a period of three years of which R127,6 million own funds, R21,5 million 
from NDM and R595,1 million will be funded from government grants. 

Table A5 under the attached Annexure “A” indicates the capital 
expenditure budget for the medium term framework. Annexure “D” reflects 
the Capital Budget (list of capital projects). 

Capital donations from mines and private companies have not been 
included on the capital and operational budget as the municipality awaits 
for memorandum of understanding or written confirmation on donations. 
Capital projects from Nkangala District Municipality are preliminary figures 
and subject to change after Nkangala District Municipality tabled the draft 
budget. 
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The capital expenditure for 2020/2021 financial year will be funded as 
follow: 



DRAFT CAPITAL 

BUDGET 

FINAL CAPITAL 

BUDGET 

CAPITAL PROGRAM AS PER IDP 

AMOUNTS 

AMOUNTS 

Nkangala District Municipality (NDM) 

15 500 000 

16,970,982 

Municipal Infrastructure Grant (MIG) 

113 188 700 

113,188,700 

Integrated National Electrification Program 

41 001 000 

41,001,000 

Water Service Infrastructure 

30 000 000 

30,000,000 

Financial Management Grant 

1 000 000 

1,000,000 

Own Funds 

46 410 000 

43,610,000 

TOTAL CAPITAL PROGRAM 

247 099 700 

245,770,682 


CASH FLOW BUDGET 


Cash flow management and forecasting is an important step in determining 
whether the budget is funded over the medium term. 

The projected net cash from operating activities for 2020/2021 financial year 
amounts to R603,4 million, the projected cash used on investing activities 
amounts to R628,5 million and budgeted cash used in financing activities 
amounts to R17,2 million . For 2020/2021 financial year the municipality is 
expected to realise a surplus of R9,6 million. 

Cash flow statement (Table below) clearly indicates that the budgeted cash 
outflow to operating activities is not sufficient as it reflects a shortfall of 
R603,4 million. The shortfall will be funded from funds that will be collected 
from prior debts (decrease in non-current receivable). As at the end of April 
2020 the municipality is owed R4,8 billion. Municipal target for 2020/2021 
financial year is to collect at least 18% of the R4,7 billion through 
intensifying collection strategies. 


Description 


2020/21 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Adjusted 

Budget 

Budget 

Year 

2020/21 

Budget 

Year+1 

2021/22 

Budget 
Year+2 
2022/23 

CASH FLOW FROM OPERATiNG ACTiViTiES 





Receipts 





Property rates 

398,341 

430,078 

458,938 

480,967 

Service charges 

1,256,486 

1,388,924 

1,457,817 

1,530,788 

Other revenue 

74,848 

81,686 

85,255 

89,347 

Transfers and Subsidies - Operationai 

371,283 

413,954 

456,432 

505,529 

Transfers and Subsidies - Capitai 

199,986 

185,190 

199,354 

210,471 

Interest 

214,813 

233,299 

237,161 

248,545 
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Payments 





Suppliers and employees 

(2,729,590) 

(3,043,788) 

(3,233,568) 

(3,422,449) 

Finance charges 

(202,133) 

(290,882) 

(304,844) 

(319,476) 

Transfers and Grants 

(1.750) 

(1.850) 

(1.834) 

(1,922) 

NET CASH FR0M/(USED) OPERATING 
ACTIVITIES 

(417,716) 

(603,389) 

(645,288) 

(678,199) 

CASH FLOWS FROM INVESTING ACTIVITIES 





Receipts 





Proceeds on disposal of PPE 

2,200 

4,500 

3,500 

5,000 

Decrease (increase) in non-current receivables 

689,147 

852,820 

900,199 

947,578 

Payments 





Capital assets 

(265,447) 

(228,800) 

(241,454) 

(252,472) 

NET CASH FR0M/(USED) INVESTING 
ACTIVITIES 

425,900 

628,520 

662,245 

700,106 

CASH FLOWS FROM FINANCING ACTIVITIES 





Payments 





Repayment of borrowing 

(18,814) 

(17,158) 

(18,218) 

(15,307) 

NET CASH FR0M/(USED) FINANCING 
ACTIVITIES 

(18,814) 

(17,158) 

(18,218) 

(15,307) 






NET INCREASE/ (DECREASE) IN CASH HELD 

(10,630) 

7,974 

(1,261) 

6,600 

Cash/cash equivalents at the year begin: 

12,282 

1,652 

9,625 

8,364 

Cash/cash equivalents at the year end: 

1,652 

9,625 

8,364 

14,964 


Table A8 assess whether the municipal budget is funded. A positive balance 
is for a funded budget and a negative balance is for an unfunded budget. 
Table A8 shows a positive balance of R35, 8 million for 2020/2021 budget 
year meaning that the budget is funded. 

The strategy used to fund the budget was to split trade creditors (Eskom 
debt) into short and long term. Debt that is more than 1 year was moved to 
a long term creditors. Eskom must be engaged so that a repayment plan 
that is affordable over a long period can be agreed upon. 

STRATEGIES TO BE ADOPTED TO FUND THE BUDGET 


The municipality has discovered that its revenue or cash flow challenges 
stems on distribution losses on electricity and water, lack of consumer 
awareness on the need to payment municipal services and lack of 
implementation of the Credit Control Policy. 

Hence the implementation of revenue management and revenue 
enhancement strategies is paramount for the realisation of additional 
revenue. 

One of the main strategy adopted to fund the budget was to split trade 
creditors (Eskom as it’s the main creditor which has a huge outstanding 
balance) into short and long term. Debt that is more than 1 year will be 
amortised over a long term liabilities (long term trade creditors). This brings 
the balance for current liabilities low. The repayment plan for creditors is 
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attached as Annexure “F”. It must be noted that currently the municipality 
does not have any repayment plan agreement with Eskom. 

The following strategies and assumptions have been adopted for a funded 
position: 

• Perform a complete meter audit; 

• Performing a physical verification of all services connection points; 

• Perform a complete indigent verification; 

• Analyzing electricity and water losses and draft a loss control 
program; 

• Engage a meter replacement program; 

• Costumer profiling on all wards within EMalahleni; 

• Negotiate with creditors to enter into an affordable long term 
repayment agreement; 

• Intensifying cut-off on consumers not paying; 

• Criminalizing illegal connection; 

• Enforce Credit Control and Debt Collection Policy; 

• Review long-term debt and restructure where economic benefits can 
be attained; 

• Negotiate with top creditors on a repayment module of the debt; 

• Improve the accuracy of billing; 

• Installation of protective structures; and 

• Introduction of an incentives to people reporting illegal connections. 
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PART 2: 


The Draft Budget related policies for 2020/2021 financial year are attached 

as Annexure “’G”. 

1. Budget Policy ; 

2. Virement Policy; 

3. Asset Management Policy; 

4. Retention Policy; 

5. Petty Cash Policy; 

6. Electricity Policy; 

7. Rates Policy; 

8. Credit Control and Debt Collection Policy; 

9. Inventory Policy; 

10. Supply Chain Policy; 

11. Cash Management Policy; 

12. Tariff Policy; and 

13. Donation Policy. 

RECOMMENDATION BY THE MUNICIPAL MANAGER: 

1. That the Annual Budget for the 2020/2021 MTREF for the different 
votes be approved and adopted as set out by the following tables: 

1.1. Table A1: Budget Summary; 

1.2. Table A2: Budgeted Financial Performance; 

1.3. Table A3: Budgeted Financial Performance (municipal vote); 

1.4. Table A4: Budgeted Financial Performance by revenue 
source and expenditure type; 

1.5. Table A5: Budgeted Capital Expenditure by vote; 

1.6. Table A6: Budgeted Financial Position; 

1.7. Table A7: Budgeted Cash Flow; 

1.8. Table A8: Cash Backed Reserves / Accumulated Surplus 
Reconciliation; 

1.9. Table A9: Asset Management; 

1.10. Table A10: Consolidated Basic Service Delivery 
Measurement; 
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2. that the following be confirmed: 

2.1. that Eskom tariff increase by 8,1%; 

2.2. that provision of R845,6 million has been made for possible 
irrecoverable debts on the understanding that strict legal 
measures will continue to be implemented to curb losses and 
non-payment for services; 

2.3. that provision was made for a Human Resource budget 
increase of 5,75% across the board; 

2.4. that provision was made for a possible increase of 5,75% in 
the allowances of Councillors, Municipal Manager and 
Section 57 Employees (Directors); 

2.5. that an amount of R401 million has been provided as 
“Equitable Share” (National Government) on the Division of 
Revenue; 


3. that the tariff of property rates and services charges for 2020/2021 
financial year be charged as per the following table: 


Proposed tariff increase for 2020/21 - 2022/23 MTREF 


Services description 

2018/19 

2019/20 

2020/21 

2021/22 

2022/23 

Property rates 

5.30% 

5.20% 

4.5% 

4.6% 

4.6% 

Electricity 

6.84% 

13.81% 

8.1% 

5,2% 

8,9% 

Water 

5.30% 

10.45% 

4.5% 

4.6% 

4.6% 

Sanitation 

5.30% 

9.40% 

4.5% 

4.6% 

4.6% 

Refuse 

5.30% 

14.54% 

4.5% 

4.6% 

4.6% 


4. that the tariff of charges, with reference to the under mentioned 
services, be amended in terms of Section 75A (as amended) of the 
Local Municipal Systems Act, Act 32 of 2000 (as amended), read 
with section 10(g)(7)(a) and (b) of the Local Government Transition 
Act, Act 209 of 1993 (as amended), with effect from 1 July 2020 and 
with regard to be noted; 
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ANNEXURE “D” 

Assessment Rates 

ANNEXURE “D” 

Water 

ANNEXURE “D” 

Sewerage 

ANNEXURE “D” 

Refuse Removal 

ANNEXURE “D” 

Electricity 

ANNEXURE “D” 

Other tariffs related to 
accounts related 

ANNEXURE “D” 

Recreation resort 

ANNEXURE “D” 

Market services 

ANNEXURE “D” 

Spatial Planning 

ANNEXURE “D” 

Building Control Fees 

ANNEXURE “D” 

Fire Brigade services 

ANNEXURE “D” 

Rental: Cultural centre 
and Community Flails 

ANNEXURE “D” 

Rental: Community 

Flails around Lynnville & 
Schoongezicht 

ANNEXURE “D” 

Library Services 

ANNEXURE “D” 

Rental: Sports Facilities 

ANNEXURE “D” 

Cemetery Tariffs 

ANNEXURE “D” 

Parking Areas 

ANNEXURE “D” 

Railway Services 


5. that the tariff for assessment rates be levied and payable in 12 equal 
monthly instalment and amended in terms of Section 14(1) of the 
Municipal Property Rates Act and Section 75 (A)1 )(a) of the Systems 
Act, as from 1 July 2020 be approved; 

6. that the reduction of discount on property rates from 40% to 35% be 
approved; 

7. that the introduction of a water conservation levy on water 
consumption on an inclining tariff be approved; 

8. that the sewerage levy be limited to a maximum of 60 kl of water 
consumption for residential only be approved; 

9. that the Cash flow Projection Statement and repayment plan over a 
25 year period be approved; 
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10. that the execution/purchase of capital projects/items, as contained in 
the Capital budget be approved in terms of Section 19 of the 
Municipal Finance Management Act, Act 56 of 2003 (as amended); 

11. that Council enforce the Credit Control Policy to improve its payment 
rate levels and also strive to manage expenditure; 

12. that reports regarding grants spending be submitted to the relevant 
National and Provincial Departments in accordance with the Act and 
associated regulations; 

13. that the implementation of the Municipal Financial Recovery Plan be 
accelerated and thoroughly monitored; 

14. that the draft budget framework as required by the Municipal Finance 
Management Act, Act 56 of 2003 Section 17(3) as amended per 
budget tables be noted for public consultation; 

15. that the local community be invited to submit representations in terms 
of S22 (a; ii) of the Municipal Finance Management Act, Act 56 of 
2003 (as amended) and Section 21 of the Municipal Systems Act, 
Act 32 of 2000 (as amended); 

16. that the following amended budget related policies be approved and 
be taken for public consultation: 

16.1 Budget Policy; 

16.2 Virement Policy; 

16.3 Asset Management Policy; 

16.4 Retention Policy; 

16.5 Petty Cash Policy ; 

16.6 Electricity and Water Loss; 

16.7 Rates Policy; 

16.8 Credit Control and Debt Collection Policy; 

16.9 Inventory Policy; 

16.10 Supply Chain Policy; 

16.11 Cash Management Policy; 

16.12 Tariff Policy; and 

16.13 Donation Policy. 

17. that the capital budget per source of funding is as follows: 
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DRAFT CAPITAL 

BUDGET 

FINAL CAPITAL 

BUDGET 

CAPITAL PROGRAM AS PER IDP 

AMOUNTS 

AMOUNTS 

Nkangala District Municipality (NDM) 

15 500 000 

16,970,982 

Municipal Infrastructure Grant (MIG) 

113 188 700 

113,188,700 

Integrated National Electrification Program 

41 001 000 

41,001,000 

Water Service Infrastructure 

30 000 000 

30,000,000 

Financial Management Grant 

1 000 000 

1,000,000 

Own Funds 

46 410 000 

43,610,000 

TOTAL CAPITAL PROGRAM 

247 099 700 

245,770,682 




VISION 


Hector Road 

eMalahleni 

Tel: (013) 690 6911 

Fax: (013) 690 6207 


MISSION STATEMENT 


SLOGAN 

CORE VALUES 

TOP 5 MUNICIPAL GOALS 


( 013 ) 690 690 6222 / 333 / 444 


29 Mandela Street 

PO BOX 3 
eMalahleni 
1035 

Tel: +27 13 690 6911 
Fax; +27 690 6207 
Email: cal]centre@emalahleni.gov,za 

Quintin Street R555 Road 

Tel: +27 13 648 6205 Tel: +27 13 643 1027 

Fax: +27 13 648 4767 Fax: +27 13 690 6207 


Mathews Phosa Drive, Ext. 4 



eMalahleni 
Tel: (013) 690 6911 
Fax: (013)690 6207 


